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Formuating.a oneofaknd character

Creating one-of-a-kind results

The intense single-minded human that can convince some

one their idea has place in the future and through hard

work and drive pushes so hard that powerful inertia

creates dynamic outcome for that idea

This is the Formulation of Formulations--

This formulation and how it works is the basis of life at

National Beverage This annual report is designed to

reflect the dynamics of this formulation and the results SHAREHOLDERS

of the opportunistic enterprise it created EQUITY GREW

We at National Beverage live culture in which new ide

new developments innovation and philosophy stimulate

admirable performance and create enviable results

This culture provides that the achievable can happen

quicker and more efficiently with on-demand innovation

at our fingertip

SINCE JANUARY 1996
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ANNUAL REPORT 2009

Managements Discussion and Analysis of

Financial Condition and Results of Operations

OVERVIEW

National Beverage Corp develops manufactures markets

and detributes complete portfolio of quality beverage

products throughout the United States Incorporated in

Delaware in 1985 National Beverage Corp holding

company for various operating subsidiaries In this report

the terms we us our Company and National

Beverage mean National Beverage Corp and its

subsidiaries

We consider ourselves to be leader in the develop

ment and sale of flavored beverage products in the United

States offering the widest selection of flavored soft drinks

juices sparkling waters energy drinks and nutritionally-

enhanced waters Our flavor development spans over 100

years originating with our flagship brands Shasta and

Faygo each of which has over 50 flavor varieties We

also maintain diverse line of flavored beverage products

geared to the health-conscious consumer including

Everfresh Home juice and Mr Pure 100% juice and

juice-based products LaCroix Crystal Bay0 and ClearFruit

flavored sparkling and spring water products and ASantØ

nutritionally-enhanced waters In addition we distribute Rip

It energy drinks Ohana fruit-flavored drinks St Nicks

holiday soft drinks as well as powder and effervescent

tablet beverage enhancers sold under the NutraFizzA

brand name Substantially all of our brands are produced in

twelve manufacturing facilities that are strategically located

in major metropolitan markets throughout the continental

United States To lesser extent we develop and produce

soft drinks for certain retailers and beverage companies

allied brands

Our strategy emphasizes the growth of our products

by offering branded beverage portfolio of proprietary fla

vors by supporting the franchise value of regional brands

and expanding those brands with distinctive packaging and

broader demographic emphasis by developing and acquiring

innovative products tailored toward healthy lifestyles and

by appealing to the quality-price expectations of the

family consumer We believe that the regional share

dynamics of our brands perpetuate consumer loyalty

within local regional markets resulting in more retailer

sponsored promotional activities

Over the last several years we have focused on

increasing penetration of our brands in the convenience

channel through Company-owned and independent distrib

utors The convenience channel consists of convenience

stores gas stations and other smaller up-and-down-the-

street accounts Because of the higher retail prices and

margins that typically prevail we have undertaken several

measures to expand convenience channel distribution in

recent years
These include development of products spe

cifically targeted to this market such as ClearFruit Crystal

Bay Rip It and ASantØ Additionally we have created pro

prietary and specialized packaging with distinctive graphics

for these products We intend to continue our focus on

enhancing growth in the convenience channel through both

specialized packaging and innovative product development

Beverage industry sales are seasonal with the highest

volume typically realized during the summer months Addi

tionally our operating results are subject to numerous

factors including fluctuations in the costs of raw materials

changes in consumer preference for beverage products and

competitive pricing in the marketplace

RESULTS OF OPERATIONS

Net Soles Fiscal 2009 consisted of 52 weeks while fiscal

2008 consisted of 53 weeks Net sales for fiscal 2009

increased to $575.2 million or 3.8% after adjusting for

the effect of the extra week in fiscal 2008 The net sales

increase reflects case volume growth of 3.1% for our

energy drinks juices and waters and 2.1% for branded

carbonated soft drinks In addition unit pricing increased

3.4% due to product mix and price increases instituted to

recover higher raw material costs This improvement was

partially offset by decline in allied branded volume



NAIONAi BEVERAGE CORP

Managements Discussion and Analysis of

Financial Condition and Results of Operations continued

Net sales for fiscal 2008 increased 5.0% to $566.0

million compared to fiscal 2007 The net sales increase

reflects case volume growth of 8.8% for our energy

drinks juices and waters along with the effect of an 11%

improvement in unit pricing due to product mix and price

increases instituted to recover higher raw material costs

These increases were partially
offset by 6.1% decline

in branded carbonated soft drink volume as well as the

phase out of certain allied brands

Gross Profit Gross profit approximated 29.5% of net sales

for fiscal 2009 and 30.5% of net sales for fiscal 2008 The

decline in gross margin was due to higher manufacturing

and raw material costs and the effect of $1.4 million busi

ness interruption insurance recovery in fiscal 2008 This

was partially
offset by the higher unit pricing noted above

Cost of goods sold per unit increased 4.9%

Gross profit approximated 30.5% of net sales for fiscal

2008 and 32.1% of net sales for fiscal 2007 The decline

in gross margin was due to higher manufacturing and raw

material costs and the effect of lower volume This was

partially
offset by the higher unit pricing noted above and

$1.4 million business interruption insurance recovery Cost

of goods sold per unit increased approximately 14%

Shipping and handling costs are included in selling gen

eral and administrative expenses the classification of which

is consistent with many beverage companies However our

gross margin may not be comparable to companies
that

include shipping and handling costs in cost of sales See

Note of Notes to Consolidated Financial Statements

Selling General and Administrative Expenses Selling general

and administrative expenses were $131.9 million or 22.9%

of net sales for fiscal 2009 compared to $138.4 million or

24.5% of net sales for fiscal 2008 The decline in expenses

is due primarily to lower distribution and marketing costs

Selling general and administrative expenses were

$138.4 million or 24.5% of net sales foi- fiscal 2008 com

pared to $137.2 million or 25.5% of net sales for fiscal

2007 The increase in expenses is due primarily to higher

distribution costs which were affected by increases in fuel

and energy costs

Interest Expense and Other IncomeNet Interest expense

is comprised of financing costs related to maintaining lines of

credit Other income includes interest income of $865000

for fiscal 2009 $1.2 million for fiscal 2008 and $1.7 million

for fiscal 2007 The decline in interest income for fiscal

2009 is due to lower investment yields The decline in

interest income for fiscal 2008 is due to lower investment

yields and decline in average invested balances related

to the $36.7 million dividend paid in August 2007 Other

income for fiscal 2009 includes gain of $728000 related

to legal settlement concerning leased property In addition

other income for fiscal 2007 includes gain of $895000

related to contract settlement with customer See

Note of Notes to Consolidated Financial Statements

Income Taxes Our effective tax rate was approximately

36.2% for fiscal 2009 and 35.9% for fiscal 2008 and fiscal

2007 The difference between the effective rate and the

federal statutory rate of 35% was primarily due to the

effects of state income taxes nondeductible expenses

and nontaxable interest income See Note of Notes to

Consolidated Financial Statements
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ANNUAL REPORT 2009

Consolidated Balance Sheets

As of May 2009 and May 2008

Is thousands except
share amounts 2009 2008

ASSETS

Current assets

Cash and equivalents 84140 51497

Marketable securities 3000

Trade receivablesnet of allowances of $445 2009 and $266 2008 53735 49186

Inventories 39612 38754

Deferred income taxesnet 3262 2895

Prepaid and other assets 5552 12009

Total current assets 186301 157341

Property plant and equipmentnet 56141 57639

Goodwill 13145 13145

Intangible assetsnet 1861 1899

Other assets 8234 9098

$265682 $239122

LIABILITIES AND SHAREHOLDERS EQUITY

Current liabilities

Accounts payable 48005 49803

Accrued liabilities 20142 17965

Income taxes payable
314 177

Total current liabilities 68461 67945

Deferred income taxesnet 16517 6624

Other liabilities 0692 9928

Shareholders equity

Preferred stock 7% cumulative $1 parvalue aggregate liquidation preference of$15000

1000000 shares authorized 150000 shares issued no shares outstanding 50 150

Common stock $01 par valueauthorized 75000000 shares issued 50045718 shares

2009 and 49982838 shares 2008 outstanding 46012934 shares 2009 and

45950054 shares 2008 500 500

Additional paid-in capital 27153 26508

Retained earnings 160209 35467

Treasury stockat cost

Preferred stockI 50000 shares 5100 5100

Common stock4032784 shares 12900 12900

Total shareholders equity 170012 144625

$265682 $239122

See accompanying Notes to Consolidated Financial Statements
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